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Juear Sle or Madaa:

we aave consldered your application for recosnition of axecaption fron
Federal Income tax under sectlon 501(¢)(6) of the Iaternal Reverue Codo.

The faforuation submitted didcloses that you were incorporated N
B, undor the non profit lawa of the State of . According to
Article Third of your Articles of Incorporation, the purposes for which
vou are organized are: '

"(A) To prowvote aad foster fraternal business relations among the
hotel and aotel interests of the territory embraced by the
Assaclation;

{3) fo proteoect hotel and motel interest against unfaic or pernicious
lagislation, and to promote legislation favorable thereto;

(C) To oncourass tourist travel generally, and cspeefally to all
territory eubraced by the Assoclation;

(D) To proaulyate matterva of Interest to those engased in the hotel
and motel and those with whon they have business association or
hpalinful

Article 111 of your Bylaws states that you shall have three classes of
wembers. The qualifications and rights of each class shall be as follows:

"Any licensed lodging establishment ownetr or operator will be eligible
for menbershlp in this Association with cach property having but onc
vote, provided the business {8 located in [ County, payq n yearly
menbership fee, and collects I Tax.

Assocliate aambers wio ara in a bualness related to the Association
nay be accepted for non-voting membership for a yearly fee.
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llonorary nmcnbers are any individual or licensod business owner/operator -
in M County who have devoted time and energy to the succoss of
lodming ia M Crunty and have a reciprocal relatiorship with the

I , ho are clected by a majority of
voling members duly notified of a gencral meeting at a general meering
to full voting membership for a vyearly fee.

Honorary Assoclate menbers are any individual or llcensed businass
owner/operator in I County who have devoted time and energy to the
success of lodging in M County and have a reciprocal realationship
with I b0 arc electad Ly a mnjority
of voting members duly notified of a general mec.inyg at a general
meeting to non-voting, non~dues paylong membarship."

Statenentn furnished with yvour Form 1024 indicate that you conduct as a
najor activity each year, a cooperative vmarketing effort to promote the
B County, HEEEEEEN srca as a travel/tourlsm destination. You produce
an annual Hospitality Guide and a travel planner for travel auents; place
sroup advertisements; particlpate i{n numerous travel shows across the U.S.
and Canada; and mall out press releases to newspapers and magazinas.

In response to our letter dated I vou stated that in addition
to the listing of proparties, the lospitality Guide cuphasizes the arca's
attractions through editortal, a calendar of annual events, and photographs.
It is your position that the Lntire area 1is prenoted for tourisn wnich is
vary much in line with your definition of luprovement of businese conditlons.
You state that tourism ls the principal industry in HEEE County. 1t 18 your
contention that by promoting all the attractions, the Hospitality Cuilde
improves business for the retall business and recreational coumpanies (shops,
walleries, rafting companies, gulding outfits, grocery atores, and gas
stations).

Your sources of support for your activities are membership assessments, [N
County Lodgers tax contribution from Il County, wembership dues, interest
earned, and asscssnment for publication of the liogpitality Cuide lLiased on the
size of menmber's propertics.

Section 501(e) of the Code deacribes certain orgnnizationa exempt fron
Federal income tan undet section 3501(a) and reads, {u part, as followS'

M

"(6)Business 1eaquw, chanbera of commerce, roal estate. boards, boards



of trade,f** not orginized for profit and no part of the net earnings

of which inures to the benefit of any private shareholder or indivi-
dual."

Section 1.501(ec)¥(6)~1 of the repulations orovides as follows:

"A business leaygue 13 an association of parsons having some comuon
business intercest, the purpose of whieh 18 to promote such connon
interest and not to cngage in a reqular business of o kind ordinarily
carried oa for profit. It (4 an organlzation of the same general claca
as a chaaber of commerce or board of trade. Thus, [ts activitiesn
should be directed to tae inmprovenent of business conditions of one

or more liues of business as distinguished from the performance of
particular services for ludividual persons. An organization whose
purpose {3 to engage in a reqular dusiress of a kind ordinarily carried
on for profit, even thoush the business {s conducted on a couperative

bisls or produces only sufficlent income to be scelf~- sustaining, i3
not a business loague.*#r"

Revenue Ruling 65-14, 1965-1 CoB. 236, holds that an orgnalzation forned
to promote the tourist industry in its area, whose principal activity Is
publishing a tourist puldehook and other advertising matter containing
listinzs of the names of individual nembars, 1is performing particular
services for its meabers and 15 accordinaly not exempt under Internal
Revenue Code section 501(c)(6).

kevenue kuling 64-315, 1964-2 C.b. 147, holds that an assocliation of
merchants that engages in advertising which containg the nanes of aenber
nerchants aud their merchandise 13 performing parvtlcular services for
menvers rather than inprovineg the business conditions gencrally, and is
not exeupt froa Federail income tax under section 501(e)(6) of the Code.

Fevenue Ruling 61-170, 1961-2 C.E. 112, :a0lds that an organlzation of pro-
fessional nurses primarily engaged in the operation of a nurses' registry

to provide employmant opportunities for members did not qualify for exemp-
tion under scction 50i(e)(3) or 501(c){(6) of the Code. Exemption under
section 5)1(c)(3) was denled because the orcanlzation's activities primarily
servad a private rather than a publlic benefit. Its primary activitien ware
neither tharitable nor educational. [Lxemption under secction 501(c)(6) was

. denied bacause th2 orzanization prinarily endgaged in the performance of

wathey

particular services for individuals rather than the promotion of business




coenerally.

Rovennsr Qidng 74-308, 1974~-2 C.8. 168, states in part that an orcanization
aasaged Ta the referral of perdnns to tow truck operators {5 not cxempt
under section 501(e)(06) of the Code because Lt was providing the orsanliza-
tion's mombers with an econuay and convenicnce in the ner{oarmance of thelr
indlvidual bugineosges.

Reveaue Ruling 80-287, 1980-1 C.8. 146, deseribes 4 non profit lawyer
voferral setviee which arrantes at the raqueast of any memher of the pnhlic
an inicial half hour appointment for a nouwinal charge with a lasyar Jhonse
nawe {5 on an approved lldt malntained by the organfzation. Tha referral
service i not exenpt under sectlon 501(e)(3) of the Code, but is exoapt
as a wusinaess league under scctioa 501(e)(6).

It is ovident from the data furalshed with. your application that the primary
wurpose of activity of your oryganization has lbieen the advertisement of
wenbers' businesses rather than primarily engaglag in activities for the
improvenent of business conditions within the lodeing industry as a whole.
Even choush you feal you meat the requirements of section 501(e)(6) because
of your participation in traae shows, it i3 concluded that your actlivities
are Jdevoted to the advertisenent of aambers' businesosos.

accordingly, we hold that you are organized and operated prinsrily f(or

the purpnse of pacforaing particular services for your members through
advertisement of {ndividual businesses, thus, you .do not qualify for
excuption under sectlion 501(c)(6) of tha Code. Therefore, you are required
to file Federal income tax recurns on Form 1120.

I{ you agree with these conclusions or do not wish to file a written
proteat, please sign and return Foria 6313 in the enclosed self-addressed
cavelope as sooun as possible.

If you do not azgree with these conclusions, you nay, witihiln 30.days from
the date of this lotter, flile in duplicate a briaf of the facts, law, and
argunent that clearly sats forth your position. 1f you desire an oral
discussion of the issue, please indlcate this 4{p your prorest. The
caclosed Publication 892 sives instructions for filing a protest.

if you do not flle a protest with this oflfice within 30 days of the date
of this roport or letier, this proposed determination will becone final.




If you have any further juestions, plaagse contact Lhe person whose naus
and tolephone number are showa at the begluning of tuls latter.

Sincerely,

Matrict Dircector

snelosnces:
Pubiication 392
Form 60103




